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PREFACE 

The  Budget  introduced  oa  April  26tli,  1938,  provided  for  the 
vast  total  of  State  Expenditure  of  over  £1,100  million*— a  sum 
never  before  reached,  except  in  times  of  war  or  immediately 
after  a  war.  The  total  is  made  up  as  follows : 

£  millions 

Ordinary  expenditure,  to  be  met  out  of  Revenue  944  4 
Armaments  expenditure  met  by  loans     ..  90  0 

Post  Office,  including  Broadcasting       . .      • .  ^'4 

i."4« 


This  expenditure  represents  neatly  £100  a  year,  averaging 
n^ly  £z  a  week,  for  every  family  in  Great  Britain.  The 
magnitude  of  these  figures  justifies  a  close  examination  of  our 
financial  position,  and  a  reiteration  of  Ae  picas  put  forward 
by  the  PubUc  Economy  League  for  a  more  stringent  control 

of  the  national  finances. 

The  Post  Office  e3q)cndituie  is  self-balancing,  but  it  needs 

watching  like  the  rest. 

The  country  is  now  faced  by  lavish  expenditure,  declining 
trade,  rapidly  rising  debt  and  a  growth  of  taxation  which 
imposes  intolerable  burdens  on  industry,  commctce  and 

private  budgets.  . 

Hi^pily  the  Public  Economy  League  has  not  laboured  in 
vain.  Our  arguments  and  statistics,  addressed  especially  to 
Conservative  and  Liberal  Members  of  Parliament,  have  pro- 
duced an  impression.  Captain  Balfour's  Resolution  and 
its  acceptance  by  the  Govemient  arc  recorded  on  a  later  page; 
and  since  this  pamphlet  went  to  the  printers  the  Independent 
Liberal  Party,  at  its  Ammal  Meeting  in  Bath,  has  passed 
unanimously  the  following  resolution:— 

« In  view  of  the  heavy  and  ever  growing  burdens  of  boA 
ind  indirect  tuntiofi.  and  the  alarming  increase  in  our 
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dead-weight  debt,  largely  copsequeat  upon  the  necessity  for 

»^u:mameat,  this  Assembly  of  the  Liberal  Party  urges  that  a 
special  Committee  be  iflunediateiy  appointed  by  the  Govern- 
ment to  examine  and  overhaul  the  finances  all  liie  spending 
d^Mttmeots  in  ocdet  to  ensute  public  economy  and  to  stop 
the  waste  of  public  money/* 

Let  us  hope  that  the  House  of  Commons  and  the  Tfcasoiy 

will  now  take  action. 

On  the  design  of  the  new  threepenny  bit  you  may  see  a 
little  flowet  called  Thdft.  It  is  still  found  in  some  pacts  of 
the  country.  In  Gladstone's  time  it  flourished  at  the  Treasury 
and  e^en  in  F^udiament.  I  wish  it,  with  its  sister  Economy, 
could  be  made  to  grow  again  at  Westminster  and  in  Whitehall. 

F.  W.  H. 

London,  Jtm  1938. 
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THE  shatp  incteases  of  taction  imposed  in  Sir  John 
Simon's  first  Budget,  an^  his  Financial  Statement, 
should  serve  as  nothing  else  can  do  to  bring  home  to  the 
House  of  Commons  and  to  the  nation  as  a  whole  the 
results  of  extravagance.  It  is  useless  to  acquiesce  all  the 
year  round  in  every  proposal  involving  increased 
expendituis,  and  even  to  urge  new  costly  schemes  upon 
the  Government,  and  then  to  protest  against  increased 
taxation.  The  right  time  to  protest  is  when  new  expendi- 
ture is  being  proposed.  Every  Estimate  should  be 
jealously  scrutinised,  and  every  Department  should  be 
compelled  to  justify  up  to  the  hilt  any  proposed  expansion 
of  its  work  and  cost. 

Sir  John  Simon  made  no  attempt  to  disguise  tbc 
position  ox  to  minimise  "  the  very  formidable  total " 
which  ei^>enditure  has  reached,  and  he  warned  Parliament 
that  next  year's  total  would  be  higher  still,  owing  to  the 
fact  that  the  cost  of  re-armament  is  to  be  still  further 
increased.  Even  diimiR  the  current  year,  the  £343 
millions  provided  fof  dmice  (or  offisace)  is  not  likely  to 
be  sufficient. 

"  This  means,"  he  said,  "  that  we  must  expect  to  have  Supple- 
mentary Estimates  for  defence  later  on  in  this  year  of  substantial 
amounts,  which  are  not  included  and  are  not  provided  for  in  the 
total  expenditure  against  which  I  am  now  providing.  When  these 
Supplemcntaty  Estimates  come  along  this  year  for  further  defence 
ezpenditiue  I  intend  that  they  shall  be  met  out  of  loan  money,  by 
for5«dfawings  on  Ac  fond  provided  under  tbc  Defence  Loans 
Act,  and  this,  thetcfore,  will  be  a  fofdiet  amount  which  will  not  be 
provided  for  in  the  revenue  of  Ac  current  year. 

On  last  year's  budget,  if  we  ignote  £65  millioiis  of 
armaments  expenditure  met  by  loan,  there  was  a  surplus  of 
£29  millions,*  due,  as  the  Chancellor  pointed  out,  to  three 
causes,  revenue  above  expectation,  lower  cost  o£  unem- 
ployment assistance,  and  smaller  demands  for  supple- 
meotaiy  expenditure  than  had  been  allowed  for.  But  for 
1938-39,  after  allowing  for  £90  imlliofis  to  be  met  by 
defence  loans,  there  was  still  a  prospective  deficit  of  £30 

*  H»  ied  deficit  wm  aboot  £$f  milHiww 
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millions.  This  gap  has  been  bridged  by  an  increase  of 
6d.'mthe£  on  the  income  tax,  making  a  standard  rate  of 
5/.  6d.  (withcjut,  however,  raising  the  tax  for  2,000,000 
small  taxpayers,  and  with  reUef  to  industry  through 
increased  allowance  for  wear  and  tear  of  machinery  and 
plant) ;  by  an  iftctease  of  id,  a  gallon  on  ipettol,  nmking 
a  total  of  9^/. ;  and  by  an  additional  zd.  a  lb.  on  tea, 
making  the  tax  Sd.  on  foreign  tea  and  6d.  on  Empire  tea. 

The  following  taUe  shows  for  all  the  main  items  of 
expenditure,  the  estimates  and  actual  payments  last  yeaf, 
and  the  estimates  for  this  year. 


EXPENDITURE 


Consolidated  Fund : 
Nadonal  Debt  intttcs^ 
etc   . .      •  •  • 
OAcr  


1937-38 
Estimates 
£  millions 


Suppy  Services : 
Army    . . 
Navy 
Ait 

Defeooe  Total 

Qvil  Services  . . 
Supplementary  Estii 
Customs,  EaECtte 
Inland  Revenue 


late 
and 


Total  Simply 


Total,  Ordinary  . .    862  8 


Post  Office  md  BcomI- 

casting 


Total  Rxfieodittttc  9380 


1937-38 
Payments 
£  millions 


1938-39 
Estimates 
£  millions 


224*0 

2l6*2 

250*0 

11-5 

12'0 

X2*X 

2355 

228-2 

242-1 

637 

63  •© 

86*0 

78-0 

77-9 

95-7 

56J 

563 

73-5 

198-2 

197*2 

255*2 

405-2 

J94-I 

424-8 

xo-o 

xo-o 

159 

15*7 

M-J 

627} 

60J  -0 

702-5 

IO-6 

862-8 

843-8 

944.4 

75-2 

76*1 

8o*4 

938-0 

919*0 

1,024-8 
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The  Defence  figures  given  above  do  not  include  the 
amounts  met  from  issues  undw  the  Defence  Loans  Act, 
1Q3  7,  wliich  are  as  follows  : 


Amy 
Navy 

Air 


1937-38 
Estimates 
£  millions 

*7 
26 

80 


1937-38 
Payments 

£  millions 

H 
z6 

65 


1958-59 
Bsdmates 
£  miUions 

21 

50 
59 

90 


The  detaik  concctning  die  revenue  ate  shown  in  the 
next  uble. 


Inlaiid  Revenue 


REVENUE 

1937-38 
Estimates 

£  millions 


1957-58 
Receipts 

£  milUoDS 


1938-39 
Estimates 
£  tnilli<Mis 


Income  Tax 

288*2 

298*0 

541-5 

58-0 

57-1 

62*6 

DeathDuties  .. 

89-0 

890 

88-0 

Stamp  Duties  . . 

29 'O 

241 

24*0 

Nat.  Defence  Contrib. 

z-o 

1-4 

20H> 

1-5 

1-7 

1-2 

467*7 

471 -5 

536-5 

2x9*8 

22X*6 

113-2 

113-7 

Il6*2 

5550 

535-3 

344*1 

Motor  Vdaide  Duties    . . 

540 

54*6 

36-0 

Total  from  Taxes 

8347 

841*2 

9x6*6 

8  BRITAIN'S  FmANOAL  POSITION 


1937-38  1937-38  1938-9 

Estimates  Receipts  Estimates 

£  millions  £  miUioos  £  miUioiis 

Miscellaoeous             ..     iS>4  31.4  ^t^a 


Total,  Ocdiaaty       «6j-i  871-6  944  8 

Post  Office  and  Broad- 
casting       ..  75-2  8o-4 


Total  Revenue    ..    93 8 -j  ^87  1,025*2 


With  the  income  tax  within  dd.  of  its  maximum  at  the 
end  of  the  Great  War,  and  with  a  dedining  tevmue 
akeajfy  in  prospect  ("  the  first  six  months  of  the  year 
were  more  prosperous  than  the  second  six  months,"  said 
the  Chancellor)  and  with  the  Budget  akeady  unbaknoed 
to  the  extent  of  fyo  millions,  it  is  clear  that  steps  must  be 
taken  to  stop  the  rising  torrent  of  expenditure.  We 
would  reinforce  the  excellent  suggestion  made  by  Sir 
Archibald  Sinclair  in  llic  House  of  Commons  on  April 
I7fk  He  said : 

**  Soon,  if  things  are  allowed  to  drift  in  the  fashion  that  has  been 
characteristic  of  the  present  Government's  policy  in  many  spheres, 
there  will  be  a  panic  demand  for  a  committee  of  hard-faced  business 
men  to  cut  down  expenditure  ruthlessly,  and  the  social  services  will 
again  be  in  danger.  If  we  are  to  protect  Ac  social  services  lod  save 
the  taxpayers  £tem  burdens  of  tazatioii  which  axe  even  more 
croshiog  tlun  those  which  Aey  are  now  carrying,  we  ought  to  act 
now  and  initiate  a  carefol  and  objective  inquiry  into  present 
expenditure  and,  looking  several  years  ahead,  into  the  means  of 
keeping  up  our  present  and  prospective  revenue  without  detriment 
either  to  the  needs  of  national  defence  or  of  the  social  services." 

He  suggested  as  a  precedent  the  Committee  on 
National  Expenditure  during  the  War,  of  which  Lord 
(then  Sir  Herbert)  Samuel  was  chaiwiffti,  « That 
committee  saved  the  cocintcy  millions  of  pounds,  and 
high  tribute  was  paid  to  its  work  in  this  House  by 
Mr.  Bonar  Law  and  Sir  Austen  Chamberlain  on  29th 
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January,  191 8.  Let  the  Government  act  now,  for  there 
could  be  no  stronger  antidote  to  the  inevitably  d^ressing 
effect  of  the  present  Budget  on  business  and  enterprise 
than  the  assurance  to  the  taxpayer  that  this  House  is 
effectively  grappling  with  the  problem  of  increasing 
expenditure." 

The  Growth  of  Eisenditui^ 

In  191 3-14,  despite  the  high  level  of  expenditure  on 
armaments  (then  unprecedented  in  peace  time)  and  the 
new  extensions  of  the  social  services.  State  expenditure 
was  under  £200  millions.  In  the  later  stages  of  the  war, 
this  figure  rose  to  over  £3,000  millions  a  year.  Then  the 
total  gradually  fell  to  £790  millions  in  1924-25,  when  the 
late  Lord  Snowden  (then  Mr.  Snowden)  was  Chancellor 
of  the  Exchequer.  This  was  the  lowest  total  after  the 
war,  and  during  Mr.  Churchill's  Chancellorship  the 
figure  rose  to  £829  millions  in  1929-30.  The  subsequent 
course  of  expenditure  is  set  out  below. 

The  first  column  in  the  following  table  shows  the 
"  ordinary  "  expenditure  met  ftom  revenue,  and  is  taken 
from  the  official  Financial  Statement;  the  second 
column  includes  the  "  self-balancing  "  items  of  the  Road 
Fund  and  the  Post  Office,  which  were  excluded  from  the 
ordinary  totals  when  Mr.  Churchill  "  reformed "  the 
accounts  in  1928.  Last  year,  however,  Mr.  Chamberlain 
rcstCKted  expenditure  on  rcMds  to  the   ordinary  "  total. 


Total 

Qcdinaty 

(inc.  sdf- 

Expenditiue 

balancing) 

£  millions 

£  millions 

.  169-1 

mi 

1929-50 

. .  749*6 

829- J 

1930-31 

. .  796'0 

Mi-o 

1931-32 

. .  77^-0 

Sji'i 

1932-35 

• .  777-4 

859J 

1933-34 

, .  692-8 

7722 
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Total 

Ordinary 

(inc.  self- 

Expenditure 

balancing) 

£  fmllions 

£  milliom 

1934-35 

..  708-9 

797-0 

1935-36 

. .  7500 

841-8 

195^57 

So2*9 

902*2 

1937-38 

..        843-8  (.2) 

919-9 

1938-39  (est.) 

. .     944-4  {a) 

1,024-8 

(d)  In  these  two  yeats.  Road  Fund  cxpenditute,  amoxinting  to  ovet  ^lo 
millions,  is  included. 

In  addition,  sums  were  bottowed  fot  unemployment 

payments  in  1929-30,  1930-31,  and  1931-32,  and  for  the 
defence  services  in  1957-38  and  1958-59.  The  amounts 
borrowed,  and  the  totd  expenditure,  including  that  met 

by  these  loans,  were  as  follows  : 


Total 

Amounts 

spent,  inc. 

borrowed 

borrowings 

^aiUioQs 

£  millinns 

1929-30 

3-0 

832-5 

1930-31 

36-4 

917-4 

1931-32 

39-6 

890-7 

195^-55 

»59-5 

1933-34 

1954-35 

797  0 

1935-56 

841-8 

1936-37 

902-2 

1937-38 

649 

984-8 

1938-39  (ett.) 

90*0 

1,114-8 

The  borrowings  mentioned  above  are  not  the  only 
increases  of  national  indebtedness,  as  loans  for  the 
Exchange  Equalisation  Account,  increased  liability  for 
Savings  Certificates,  etc.,  have  also  to  be  taken  into 
account.  The  totsd  "dead-weight"  debt  before  the 
wat  and  in  the  last  ten  years  is  Sxim  in  the  following 
table:  . 
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National  Debt 
^millions 

March  3xst 

19x4   650 

1929  7»500 

1930  7^469 

1931   lAH 

1932   7»4$4 

1933  ..       ..       ..       ••  7*644 

Z934   7»8*^ 

1955  •  7.800 

1936   7.796 

1937  ..  7.797 

1938  ..  ..  8,aa6 

The  latest  total  is  the  highest  ever  known  in  the 
histoiy  of  the  country. 


All-round  Ingseases 

The  great  increase  of  expendituue,  especially  cfaidng 

the  past  three  years,  is  largely  attributable  to  re-armament, 
but  other  branches  of  administration  have  also  contrib- 
uted dieir  share.  The  relevant  statistics  aise  ^ven  below. 

In  regard  to  armaments,  it  may  be  useful  to  recall 
hdefly  the  history  of  expenditure  previous  to  the 
enormous  additions  provided  in  tiw  last  thaee  Budgets. 
In  the  six  years,  1930-31  to  1935-36,  which  are  now 
teinxed  to  as  years  of  uniUteral  disarmament,  no  less 
than  £679  millions  was  spent  upon  die  thoe  de£eo€e 
services,  an  average  of  £113  millions  a  year.  This 
coo^ases  with  £77  millions  in  I9i5-i4»  when  the 
expenditure  was  raised  to  unprecedented  heigks  owing 
to  the  growth  of  the  German  Navy  and  the  division  of 
Europe  into  two  Hostile  camps.  Hence  the  talk  of 
unilateral  disarmament  by  Britain,  between  1930  and 
105  J,  indicates  ignorance  of  the  facts.  If,  as  is  sometimes 
aU^ed,  our  defences  were  i|i  a  woefully  inadequate  state, 
the  cause  must  have  been  gross  inefficiency  in  die 
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Sersrices  and  among  the  Ministers  and  officials  responsible 
for  the  expenditiue  of  the  immense  sums  voted  by 
Parliament.  In  1936-37,  armaments  expenditure  rose  by 
nearly  -£^0  millions,  and  in  February  1937,  came  the 
White  Paper  (Cmd.  5  3  74)  which  envisaged  an  expenditure 
during  the  next  five  years  of  £1,500  milUons,  of  which 
3^400  milhons  was  to  be  met  by  borrowing.  In  March 
1938,  a  further  White  Paper  (Cmd.  5682)  was  issued, 
announcing  that  it  must  now  be  anticipated  that  even  this 
sum  would  be  exceeded ;  and  on  March  7th,  Mr.  Cham- 
berliun  told  the  House  of  G>mmons  to  expect  a 
substantial  advance  upon  it." 

Comparative  figures  of  total  expenditure  (including 
tte  amounts  met  by  loan)  ate  given  in  the  following 
table : 


Navy 

Army 

Air  Force 

Total 

£  millioiis 

£  millions 

£  fflillions 

£  millicxDs 

1929-30 

5  5 '7 

40-5 

i6*8 

ii3'o 

1930-31 

52-6 

40-2 

178 

110-6 

1951-32 

51*1 

58-5 

17-7 

107-3 

1932-33 

50*0 

55'9 

17-1 

103*0 

1933-34 

53-5 

37-6 

i6-8 

107-9 

1934-35 

}6-6 

397 

17 '6 

113-9 

1935-36 

64*8 

44-6 

27-5 

136-9 

1936-37 

8i-i 

54-9 

50-1 

186-1 

1937-38 

ioi«9 

77*9 

82-3 

262- X 

i938-39(est.)  123-7 

i©6*5 

ii3'0 

343** 

In  addition,  over  £^  millions  were  spent  on  Air  Raid 
Precautions  in  1937-38,  and  the  estimate  fot  1938-59  is 

£%-^  millions. 

Whether  this  vast  and  still  increasing  expenditure  on 
preparations  for  another  Armageddon  can  be  justified  by 
foreign  dangers,  raises  questions  ^  which  are  outside  the 
scope  of  tlm  pamphlet.  Even  if  it  be  admitted,  how- 
ever, that  in  present  circumstances  the  expenditure  of 
j(;3 43, 000,000  or  more  on  armaments  is  a  regrettable 

^  e.^.  Could  it  have  been  avoided,  and  could  it  now  be  avoided  by  a  more 
coodltatoty  foreign  policy  or  by  tevexting  to  the  Open  Door  ? 
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necessity,  parliament  should  at  least  insist  that  full  value 
is  obtained  for  the  money.  Those  who  observe  the 
rapidly  growing  costs  at  the  dockyards  and  arsenals, 
the  extravagance  of  the  Air  Service  and  the  soaring 
profits  of  the  private  armaments  firms,  may  well  doubt 
whether  due  regard  is  being  paid  to  the  interests  of  the 
taxpayers,  and  whether  finanaal  control  of  this  branch  of 
expenditure  has  not  been  relaxed. 

We  turn  now  to  the  other  two  main  branches  of 
expenditure — the  Debt  and  the  Qvil  Services.  The 
former  is  the  only  branch  that  shows  a  reduction,  but  this 
is  not  an  "  economy  "  in  the  same  sense  as  a  decrease  of 
other  forms  of  expenditure  would  be.  Successful 
conversions  of  public  debt  are  highly  satisfactory,  and 
the  lowering  of  interest  relieves  taxpayers.  But  the 
investors  su£Fer .  Taking  the  realised  figures  of  each  y  ear' s 
Budget  (which  do  not,  however,  take  mto  account  all  the 
factors  concerning  the  nation's  capital  position),  the 
provision  for  the  Debt  has  been  reduc«i  from  £355 
millions  a  year  to  £230  millions  in  the  period  undor 
review.  The  reduction  is  due  to  three  causes  : 

1.  Payments  to  America  amoairted  to  ,(^33  millions  until  193 1 ; 
in  1932,  owing  to  the  Hoover  Moratorium,  only  £1 3  -6  millions  was 
paid ;  in  December  1952,  the  normal  payment  then  due  was  paid, 
amounting  in  sterling  to  £29  millions  owing  to  the  depreciation  of 
the  £ ;  in  1953,  two  token  payments  were  made,  aggregating 
£y^  millions ;  and  in  June  1934,  the  British  Government 
announced  the  total  suspensaon  o£  payments,  pending  a  final 
setdonent. 

2.  In  the  autumn  19)2,  £ttO%o  millions  of  War  Debt  was 
converted  from  a  5  to  a  3I  per  cent  basis,  saving  about  ^30  miUkins 
a  year.  Other  reductions  have  since  be«»  caused  by  minor  conver- 
sion schemes,  and  by  lower  charges  for  floating  debt. 

3.  The  Sinking  Fund  was  reduced  in  September  1931  to  £i^'^ 
miUions,  and  abolished  in  1933,  except  in  so  far  as  the  Fixed  Debt 
Charge  of  £zz4  miUions  (or  £230  millions  for  1938-39),  may  exceed 
the  current  charges  for  interest  and  management. 

The  details  are  shown  in  the  following  table : 
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Interest, 

Sinking 

Surolus  C-l-^ 

etc. 

Fund 

Total 

or  Deficit 

(-) 

^  millions   £  millions 

£  millions 

^  millions 

1929-50 

•  •  507-5 

47-7 

555-0 

-14-5 

1930-31 

293-2 

66-8 

360*0 

-23-3 

1931-32 

2895 

325 

322-0 

+  0-3 

1952-33 

• .  282*2 

26*3 

308*5 

-3*J 

1933-34 

2l6-2 

7-8 

224-0 

+  3I-I 

1934-35 

2II-7 

12-3 

224-0 

+  7-6 

1935-36 

12-5 

224*0 

+  **9 

1936-37 

210*9 

13-1 

224-0 

—  5-6 

1937-38 

2x6-2 

10-5 

226-7 

+  28-8(<2) 

1938-39  (est)  230*0 

230*0 

(A  Nominal  suxplus. 

CTdiiding  the  Defence  Loans. 

The  figures  for  the  Civil  and  Revenue  Departments  are 
given  in  the  next  table.  The  expenditure  on  the  Post 
Office  and  Road  Fund  is  shown  separately  because  these 
items  are  sometimes  omitted  as  "  self-balancing."  Only 
Budgetary  figures  (and  not  items  met  by  bottowing)  ate 
here  included : 


Services,  exdudiag 

Total 

Post  Office  and 
Rood  Fund 

Post 
Office 

Road 

Qviland 
Revenue 

Fund 

£  milliom 

^  millions 

^  millions 

■£  millions 

1929-30 

..  258-6 

58-9 

21-9 

339-4 

1950-31 

..  519-5 

59.0 

22*9 

401-2 

1931-32 

..  331-9 

58-0 

22-5 

412-4 

1932-33 

355-3 

59-3 

22-9 

437-5 

1933-34 

..  350-8 

593 

*5-5 

435-6 

1934-35 

..  358-3 

61-8 

26-4 

446-5 

1935-36 

375-1 

66-0 

25-8 

466-9 

1956-37 

581-1 

71-9 

27-4 

480-5 

1937-38 

. .  407-8 

76-1 

483-9 

1938-39  (est.)  449-0 

80-4 

529-4 

1)  In  the  last  two  years  Road  Fund  expenditure  has  not  been  stated  aqiat- 
{T,  bot »  mdadbd  ia  tihe  fint  ooiotDii. 
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Comparison  with  1952 

The  National  Government  was  originally  formed  in 

193 1  in  order  to  economise  and  balance  the  Budget; 
and  in  the  autumn  of  that  year  the  late  Lord  Snowden 
drastically  reduced  expenditure,  increased  taxation,  and 
laid  the  plans  for  Debt  conversion  which  were  carried 
out  by  his  successor,  Mr.  Neville  Chamberlain,  in  1932. 
The  Budget  of  1932,  the  first  ordinary  Budget  under  ie 
National  Government,  provided  for  a  total  expenditure 
of  ,£848  millions.  Despite  a  reduction  of  nearly  ^(^So 
millions  for  the  Debt  Services  since  then,  the  total 
Estimates  for  1938  show  an  increase  compared  with  1932 

of  ^267  millions. 

The  following  table  shows  the  principal  items  of 
expenditure  in  both  years.  For  the  sake  of  accurate 
comparison,  we  take  the  original  net  Estimates  in  each 

case : 


1932 

1938 

I 

millions 

£  nuilions 

National  Debt  and  other  Consc^dated  Fund 

286 

242 

35 

104 

343 

Civil  and  Revenue  Departments  (induding 

366 

Roads) 

449 

Post  Office,  including  Broadcasting 

59 

80 

848 

1,114 

It  is  true  that  the  greater  part  of  this  increase  is  due  to 
re-armament,  but  it  should  also  be  observed  that  the 
Civil  Departments,  induding  the  Post  Office,  show  an 
increase  of  no  less  than  £1 04  millions  in  the  six  years. 

This  large  increase  in  civil  expenditure — equal  in 
magnitude  to  half  our  total  pre-war  expenditure — must 
give  rise  to  concern.  It  cannot  be  justified  on  the  ground 
that  it  is  due  to  increased  Social  Services ;  for  after  1952, 
and  imtil  the  summer  of  1957,  there  was  a  considerable 
dimiaution  in  the  number  of  persons  unemployed  as  well 
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as  an  automatic  feduction  in  the  cost  of  war  pensions  ; 

and  in  any  case,  the  Social  Services  account  for  only  about 
half  of  the  Qvil  Service  expenditure.  Nor  should  the 
necessity  for  economy  even  in  the  Social  Services  be 
overlooked  ;  for  waste  may  occur  in  them  as  in  any  other 
branch  of  the  services.  Without  seeking  to  diminish  the 
benefits  received  by  those  who  deserve  and  need  them, 
one  may  nevertheless  insist  that  a  watchful  eye  shall  be 
kept  upon  administrative  costs,  in  order  to  avoid 
extravagance  and  leakage.  The  significant  fact  is  that 
(as  will  be  shown  by  examples  below)  over  the  whole 
range  of  the  Qvil  Services,  nearly  all  the  Departments  are 
allowed  year  by  year  to  spend  larger  and  larger  sums ; 
and  in  a  time  of  financial  strain  and  excessive  taxation, 
many  of  these  increases  are  utterly  unjustifiable. 

The  number  of  Qvil  Servants  has,  of  course,  increased 
correspondingly,  and  this  fact  provides  further  evidence 
that  new  activities,  which  can  ill  be  afforded,  have  been 
undertaken  by  many  Departments.  Taking  the  figures 
for  April  ist,  1937  (the  latest  date  available),  compared 
with  diose  for  April  ist,  1Q32,  there  is  a  total  increase  of 
over  40,000  in  the  number  of  persons  employed  by 
Government  Departments.  These  figures  (taken  from 
Cmd.  4094  of  1932  and  Cmd.  5543  of  1937)  relate  to  civil 
staffs  only  ;  they  exdude  industrial  staffs,  and  all  persons 
engaged  outside  this  country.  The  following  table  shows 
the  comparisons  between  the  two  years : 

1932  1937 

Civil  Departments  . .  . .  , ,  70,964  ^4»7^i 
Defence  Departments  . .       . .      12,916  18,924 

Post  Office  and  Revenue  D^Mirtmeixts     252,^49        2  5  2,650 

ji6,229  356,339 


It  will  be  seen  that  each  group  of  Departments  has 

contributed  to  the  increase.  It  may  be  said  that  the 
increase  of  postal  business  and  the  greater  activities  due 
to  re-armament  help  to  account  for  the  swollen  staffis  in 
the  Revenue  and  Defence  services ;  but  the  increase  of 
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20  per  cent  in  the  staffs  of  the  Qvil  Departments  within 

five  years  cannot  easily  be  explained.  Let  us  examine  the 
figures  in  more  detail : 


Civil  Departments  1932  1937 

I.  Central  Government  and  Finance      . .  2,41$  3>4o6 

II.  Impetial  and  Fcndgn   2,027  t^»90z 

m.  HconeDepaxtment,  Law  and  Justice   ..  10,456  11,962 

TV.  Education  and  Museums        ..  5>i74  h5^° 
V.  Health,  Labour  and  Insurance  : 

Min.  of  Health  (Eng.  and  Wales)      . .  6,190  6,454 

Dept.  of  Health  (Scotland)     ..       ..  831  858 

Ministry  of  Labour   24,405  25,165 

Unemployment  Assistance  Board     . .  —  7>643 

Other  Depts.  in  Group  V      ..       ..  1,986  1,68} 
VI.  Trade  and  Industry : 

Boarded  Trade    4*302  4»i9^ 

Min.  of  Agriculture  and  Fisheries    . .  2,5 17  3,567 

Other  Depts.  in  Group  VI     ..       ..  4,030  6,156 

VIL  Common  Services         ..        ..  4,120  4,870 

VIII.  Ministry  of  Pensions   4>533  3,223 


Total   70,964  84,785 


As  in  the  case  of  expenditure,  the  increase  is  general 
throughout  the  Departments.  Central  Government  and 

Finance  head  the  fist  with  an  increase  of  40  per  cent. 
Indeed,  the  only  groups  that  show  a  decrease  are  the 
Ministry  of  Pensions  (the  work  o£  wMda.  is  rapidly 
diminishing)  and  the  Imperial  and  Foreign  Departments. 
The  work  of  the  Unemployment  Assistance  Board  is  to 
some  extent  a  transfer  nom  local  government  service. 

Judging  by  the  figures  already  pubUshed,  there  will  be 
a  very  considerable  further  increase  in  the  total  for  1938. 

Growth  of  Civil  Depahtments 

In  a  pamphlet  issued  by  the  Public  Economy  League  in 

1937,  attention  was  drawn  to  some  remarkable  instances 
d  increased  Estimates  for  that  year  compared  with  1936. 
Instead  of  showing  some  reduction  ini93  8,  the  increases 
this  year  are  in  many  cases  even  more  striking.  Thus  the 
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Ministry  of  Agriculture,  which  used  to  be  a  compara- 
tively small  spending  Department,  advanced  from 
£2,270,000  in  1936  to  £2,360,000  in  1937  and  to 
£3,440,000  in  1938  (exdusive  of  subsidies).  The 
Ministry  of  Transport  rose  from  about  £100,000  in  1936 
to  £270,000  in  1937,  but  its  appetite  for  expenditure  grew 
even  iFurther  by  1938,  when  it  received  an  allowance  of 
over  £383,000.  £96,000  sufficed  for  Royal  Palaces  in 
1936,  but  £139,000  was  allotted  to  them  in  1938  ;  and 
Parks  and  Pleasure  Grounds  also  shared  in  die  same 
policy  of  generous  expansion.  In  the  estimates  for  Public 
Buildings,  whether  at  home  or  overseas,  the  notion  of 
ecc»iomy  is  even  further  away — ^the  Exchequer  is 
generous  all  round  in  these  spacious  days  of  public 
extravagance.  Even  the  bill  for  Printing  and  Stationery 
has  he&i  allowed  to  surpass  previous  records;  for  it 
soared  from  the  already  high  figure  of  £1,600,000  in 
1936  to  £1,900,000  in  1937,  and  to  £2,500,000  in  1938. 

The  precise  figures  for  these  and  other  Departments 
are  given  in  the  following  table,  which  consists  of  original 
Budget  estimates  in  each  case,  so  that  like  may  be 
compared  with  like : 


Service 

Tieasury  and  Subotdinflte 
Departments  . . 

Exchequef  and  Audit  Dept. 

Secret  Service 
Colonial  &  Mid.  E.  Services 
Oveiseas  Settlemoit 
Scottish  Office      . .       . . 
Approved  Schools  . . 

Board  of  Education 
Ministry  of  Health 
Old  Age  Pensions 
Widows',  etc.  Pensions    . . 
Special  Axeas  Fund 
Ministry  of  Transport 
Board  of  Trade 


Original  Estimates 

1936-37 

£ 

1937-38 

£ 

1938-39 

£ 

548,851 

374,016 

389,629 

159*954 

141,983 

148,065 

250,000 

350,000 

450,000 

773,^93 

1,035,167 

1,892,255 

18,475 

39,*50 

45,075 

98,551 

139,901 

223,321 

330,250 

416,450 

550,850 

47,623,726 

49*36 1,9  5  9 

51,002,330 

21,628,150 

22,093,846 

22,732,572 

44,321,000 

45,319,000 

47,717,000 

15,000,000 

16,000,000 

17,000,000 

3,000,000 

3,500,000 

7,500^000 

101,152 

272,942 

383,530 

259,940 

307.53^ 

320,444 
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Kiiul  Estimates 

1957-58 

1938-39 

r 

£ 

Mifiistrv  of  Aeticultufe   .  • 

2,277,878 

2,367,051 

3,443,7781 

Snfvpv^i  of  Crfpat  Tititain 

578,87s 

l^iK1 1  c      Dili  IHi  fl  dt^^t 

Britain         •  • 

x>693,68o 

2,072,265 

Public  Buildings,  Overseas 

127,840 

181,720 

236,185 

Royal  Palaces 

95,964 

124,160 

139,100 

Royal  Parks  and  Pleasure 

Gardcfis 

201,25  5 

226,040 

229,390 

Stationery  and  Printing    . . 

1,622,859 

1,961,981 

2,5 10,082 

Import    Duties  Advisory 

Committee     • .       .  • 

59,014 

60,829 

63,455 

Qistoms  and  Excise 

5,837,100 

6,065,200 

Inland  Revenue 

7,654,700 

7,923,500 

8,219,500 

Post  Office  . . 

69,344,000 

72,328,000 

76,802,000 

Many  other  similai:  examples  could  be  fi;ivea.  In  the 
majod^      cases,  the  inciease  of  expenmtute  (and  of 

staff)  is  officially  justified  by  the  fact  that  the  Departments 
have  undertaken  new  functions.  It  is  not  suggested  that 
the  Qvil  Servants  are  inefficient  or  over-paid ;  on  the 
contrary,  the  majority  of  them  are  conscientious  men  and 
women,  who  try  to  earn  their  salaries.  But  the  question 
is  whcdier  the  work  they  are  doing  need  be  done  or 
ought  to  be  done  at  all.  Many  of  the  new  Boards  (such 
as  the  Milk  Board  and  the  Potato  Board)  are  mischievous 
superfluities.  Foolish  legislation  adding  to  the  duties  of 
the  Civil  Service  is  constantly  being  passed ;  and 
administrative  action  by  fussy  Ministers  or  bureaucrats 
multiplies  the  functionaries  who  feed  upon  the 
Exchequer. 

It  is,  in  fact,  impossible  to  excuse  or  justify  the 
enormous  and  accelerating  growth  of  expenditure.  Few 

of  the  extensions  of  bureaucracy  are  essential  to  the  well- 
being  of  the  nation,  and  we  could  do  without  most  of 
them  just  as  well  as  we  did  before,  and  with  some  of 

1  These  figures  do  not  include  the  agricultutal  subsidies  of  which  the  diiect 
Budgetary  cost  is  estimated  at  j^iS, 897,438  for  1938-39  (ia  addirioo  to  the  cfaa^ges 
boxne  by  tlK  comumets  luidet  the  Wheat  Act,  etc.). 
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them  hx  better.  If,  with  a  few  justifiable  exceptions,  the 

Civil  Service  would  revert  to  the  limits  of  ten  years  ago, 
and  if  that  change  were  accompanied  by  a  reduction  of 
the  taxes  on  ino^iie  and  consumption,  we  should  have 
more  freedom,  mote  trade  and  more  of  the  comforts  of 
life. 

Local  ExFENDrruiiE 

Since  a  large  proportion  of  local  expenditure  is  met 
by  grants  from  the  Exchequer,  i.e.  from  the  taxpayers, 
tbe  actual  burden  of  local  expenditure  is  be^  meamed 
by  the  figures  of  rates  collected,  "  which  over  a  secies  of 
years  represent  very  closely  the  expenditure  falling  on 
fates  "  (Cmd.  103, 1 93  8).  The  following  ate  tibe  figures : 

£ 

1927- 28  ..     ..     ..  188,380,000 

1928- 29   188,585^000 

1929-  30   175,728,000 

1930-  31  ..     ..     ..  168,250,000 

1931-  32  ..     ..     ..  165,168,000 

1932-  33  ..     ..     ..  163,678,000 

1933-  34   167,007,000 

1934-  35   173.756,000 

1935-  36   184,125,000 

1936-  37   191,812,000 

196,5  i«,ooo 

The  decrease  that  began  in  1930  was  consequent  upon 

the  grants  made  under  the  Local  Government  Acts, 
whidi  cost  the  State  ^£3 1,000,000  a  year.  When  this 
great  addition  was  made  to  the  National  expenditure,  it 
was  claimed  that  it  was  merely  a  transfer  from  local 
e3q)enditure,  and  that  the  ratepayers  would  gain  what 
die  taxpayers  lost.  But  critics  who  prophesied  that  the 
local  authorities  would  soon  find  new  ways  of  spending 
money,  and  that  the  rates  would  soon  be  back  at  their  old 
level,  have  been  abundandy  justified.  In  1932-33,  the 
figure  for  rates  was  £25,000,000  below  that  of  1928-29, 
but  four  years  later  the  previous  maximum  was  surpassed. 
Moreover,  local  expe&diture  is  now  growing  at  a  reckless 
pace,  unknown  in  the  past. 
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The  total  expenditure  of  the  local  authorities — out  of 
rates,  exdiequer  grants,  receipts  from  special  services 
and  loans — ^is  approximately  £500  millions  a  year.  Their 
net  outstanding  loan  debt  has  risen  to  £1,500  millions, 
and  is  being  added  to  at  the  rale  of  £100  millions  a 
year. 

To  a  large  extent,  the  expenditure  of  the  local  councils 
is  determined  by  legislation,  and  the  Central  Government 
must  bear  a  considerable  share  of  the  responsibility  for 
their  vasdy  increased  spending.  In  many  cases  a  local 
authority  is  bribed  by  Whitel^  to  spend  more,  some- 
times to  waste  more.  For  example,  the  estimates  of  die 
London  County  Council  for  1938-39  aggregate 
£35,000,000,  and  the  ratepayers  are  asked  to  provide 
£2,000,000  more  than  in  the  previous  year.  The  rate  is 
increased  by  6d.  in  the  £,  making  a  total  of  -js.  f)\d.  Of 
this  total,  the  following  items  may  be  noted  as  bong  very 
largely  determined  by  State  action : 

s.  i, 

Educadon 

Health  Services 

Public  Assistance  ..  ..  i  xxf 
Roads  and  Bodges  3^ 


Total 


7  o 


Govemment  Departments  are  not  only  extravagant 

with  their  own  expenditure,  but  by  their  influence  the 
local  authorities  become  infected  with  the  same  spirit  of 
prodigality.  They  act  on  the  Baconian  maxim  that 
(public)  money  is  like  muck ;  it  wants  sjoeadkig. 


The  House  of  Commons  Resolution 

Many  warnings  concerning  the  country's  financial 

position  have  lately  been  heard.  On  the  motion  of 
Captain  Harold  Balfour,  the  House  of  Commons  passed 
the  following  resoludoa  osn  Febeuary  8th,  1938 : 
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*"I1iat  this  House,  while  lecogmsing  the  great  measote  of 
ecc»i<»mc  tecovety  and  social  progress  acbieyed  duting  the  last  five 
years  and  llie  exceptional  expenditure  entailed  by  the  necessity  for 

re-armament,  views  with  concern  the  continued  growth  of  expendi- 
ture by  the  central  Government  and  by  local  authorities,  and  is  of 
opinion  that  His  Majesty's  Government  should  do  everything  in 
their  power  to  lighten  the  burdens  imposed  upon  ail  classes  of  tax- 
paye»  and  xatepaycts.*' 

The  Government  accepted  the  motion  and,  two 
months  later,  added  sixpence  to  the  income  tax,  twopence 
to  tea  and  a  penny  to  pettol. 

Captain  Balfour  said  that  one  found  "  an  increasing 
body  of  well-informed  and  authoritative  opinion,  of  all 
political  views,  which  regatds  with  gravity  the  present 
and  prospective  financial  outlook."  State  expenditure 
was  five  times  greater  than  it  was  in  pre-war  days,  and 
local  expenditure  three  times ;  the  National  Debt  had 
increased  twelvefold,  and  local  debts  threefold  ;  but  the 
population  that  carried  these  burdens  had  increased  by 
only  one-teaith.  Before  the  war,  our  capital  debt  was  one- 
third  of  the  national  income,  but  now  it  was  double  our 
income.  Captain  Balfour  added : 

"  In  order  to  raise  this  terrific,  this  colossal  sum,  direct  taxation 
is  standing  at  a  war-time  level,  but  the  estimate  of  Sur-tax  for  1957- 
38  is  taken  on  a  lower  figure  than  it  was  in  I928--29.  I  think  that  is  a 
dear  sign  that  what  Im  been  crften  stressed  by  Ministers  is  com- 
mencing to  operate,  namely,  that  there  a»nes  a  time  in  all  forms  of 
taxation  when  the  law  of  dhnkiishtng  yields  commences  to 
operate  

**  The  serious  aspect  of  the  present  position  is  the  lack  of  taxable 
resources  in  this  country  as  between  the  maximum  to  be  extracted 
from  the  taxpayers  and  the  sum  which  it  is  planned  shall  be  spent 
annually.  I  hesitate  to  think  where  would  be  the  reserve  of  taxation 
wajppote  tibot  dhis  country  were  involved  in  a  war,  never  mind  what 
caused  the  war,  or  how  the  draimstatMses  atosc.  Ifwehadto&ce 
the  gigandc  expenditure  whidi  we  had  to  meet  between  1914  and 
1 91 8,  I  hesitate  to  think,  with  direct  and  indirect  taxation  at  their 
present  level,  how  we  should  be  able  to  finance  hostilities  on  any 
vast  scale  for  very  long. . . . 

"  There  is  an  increase,  it  is  true,  in  the  total  turnover  of  our 
domestic  trade,  but  our  flocks  and  herds  are  about  the  same  as 
befoce^  War.  Que  igacakuxal  kad  i»  latl^        The money 
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volume  of  oat  foreign  trade  in  1957  has  recovered,  after  the  slump, 
to  only  approximately  its  pre-war  I  evel,  while  the  visible  excess  of 
imports  over  exports  which  was  -in  ihc  neighbcyuihood  of  pec 
headm  191 3,  has  averaged  between  ^5  and^iopetheadevvtsiaoe. 
Hie  tonnage  of  our  merchant  fleet  to-day  is  about  1 5  per  cent  less 
tiian  in  pre-war  days  and  our  foreign  investments,  as  is  generally 
known,  are  less  productive  and  less  valuable.  .  .  . 

"  As  we  have  no  cushion  between  the  taxes  levied  and  the  taxable 
capacity  at  the  present  time,  it  will  need  but  a  comparatively  small 
trade  dq>ression,  and  not  a  world  slump,  for  us  to  be  faced  in  this 
countiy  wkh  tite  hxt  that  tamkMi  w^  aot  meet  tiie  level  4if 

On  behalf  of  the  Government,  a  reassuring  teply  was 
given  by  Lieut.-Col.  Colville,  Financial  Secretary  to  die 
Treasury,  who  said  that,  "  Any  call  for  economy  is  like 
music  in  the  ears  of  a  Treasury  Minister."  He  concluded : 

'*  The  Govetomettt  are  alive  to  ihc  necessity  of  fnainfainingAe 

sound  financial  position  of  the  country  in  the  mterests  of  everycMie 
in  the  community,  not  least  in  the  interests  of  the  many  millions  who 
derive  such  immense  benefits  from  the  social  services.  I  hope  the 
House  will  pass  this  Motion,  and  I  hope  it  will  have  wide  publicity, 
because  I  believe  that  not  only  in  the  House,  but  in  the  country,  it 
will  have  the  effect  of  bringing  a  rather  more  realistic  attitude  to 
bear  upon  what  in  tJbese  di^  is  ^  heaviest  task  the  Government 
have  to  sliouldec,  nataely,  the  yihc  vbemedabip  of  the  m»k»*9 
finances." 


Mr.  Ronald  Walker  on  Government  Waste 

Addressing  a  meeting  organised  joindy  by  the  Public 

Economy  League  and  the  Cobden  Club  in  London,  on 
March  25rd,  1938,  Mr.  Ronald  Walker,  a  well-known 
Yorkshire  woolkn  manufacturer,  described  the  reasons 
that  led  him  to  fear  that  whenever  Government  action 
was  eastended,  tliete  would  be  waste. 

**  This  can  be  best  illustrated,**  he  said,  "  by  examples  from  my 

own  experience  as  an  employer,  and  from  one  or  two  experiences 
in  Government  service,  all  extremely  recent,  that  I  have  learned 
from  my  personal  friends.  These  examples  illustrate  vividly  the 
very  xiatuxal  consequences  that  follow  from  the  psychok^ical 
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diffeteace  between  wasting  ot  sayiiig  one's  awn  money  and  wamng 
oc  Mving  scMnebody  dse's. 
''The  first  eaqsedeooe  concerns  a  wotker  of  tny  own»  who^ 

coming  into  a  piece-work  job,  insisted  upon  being  paid  by  time. 
Knowing  him  to  be  a  man  of  very  high  character  I  made  the 
arrangement  he  desired,  but  after  a  few  weeks  I  called  his  attention 
to  the  fact  that  he  was  earning  more  than  he  was  receiving.  Since 
he  still  lefused  to  accept  piece  rates,  I  informed  him  that  while  his 
regular  wsge  would  continue  he  would  also  be  paid  each  week 
whatever  extra  he  earned.  He  replied  that  it  woxild  make  no 
diffiBteoce;  but  ^^len  I  met  hioi  a  lev  weeks  later  I  had  to 
oat  diathb  output  had  risen  15  percent.  He  was  embarraasea  and 
annoyed,  exdaiming, '  I  cannot  understand  it.'  Yet  tibe  explanation 
was  simple.  Every  stroke  of  work  that  he  did  had  more  meaning 
for  him  when  he  knew  he  was  being  paid  for  it,  and  when  he  realised 
that  it  meant  boots  for  his  children  or  some  little  luxury  for  the 
home,  than  when  it  implied  abstract  duty  on/j — ^it  still  implied 
abstract  duty  also--*and  he  did  moK  work  without  knowing  it. 

Ouitrast  diat  with  the  experience  of  three  of  my  fdends.  The 
first  sent  a  nephew  into  die  War  Office.  Whan  I  asked  hkn  some 

time  afterwards  how  his  nephew  was  going  on,  he  rej^ied,  that  he 
had  taken  him  into  his  own  office.  *  I  found,'  he  said, '  that  he  was 
reporting  arrival  at  10  o'clock,  and  then  going  off  until  4  o'clock, 
when  he  reported  that  he  was  leaving.  This  hardly  seemed  to  me,* 
added  my  imnd^ '  to  be  good  training  for  a  youngster.' 

The  seooad  case  was  that  of  a  maa  of  extremely  hi^h  character 
who  left  Government  employment  to  becooK  a  Mimster  of  the 
Gospel.  He  informed  me  that  when  employed  by  the  Government 
he  was  one  of  five  men  whom  he  estimated  did  about  the  work  of 
three  men  ;  *  but,*  said  he,  *our  Chief  was  always  agitating  to  get  an 
office  boy,  in  order  to  add  to  the  apparent  importance  of  his 
position.'  I  pause  to  note  here  that  my  friend  was  obviously  not  a 
willing  loafei^  and  to  emphasise  the  point  that  if  five  men  did  three 
mea's  work  anywhere  eke  it  would  be  a  definite  person's  money 
tihey  were  wasting  and  that  person  would  be  liable  to  find  out ;  hmt 
in  this  Government  office,  w<»king  under  mooopolisttc  conditions, 
there  was  no  natural  check  on  lliis  waste. 

"  The  third  case  illustrates  the  futility  of  such  checks  as  there  are. 
This  relates  to  the  daughter  of  a  friend  who  had  left  a  bank  and  gone 
into  one  of  the  new  Government  offices.  Her  reply  to  the  question 
as  to  how  she  liked  it  was  that  she  got  more  wages  for  less  work; 
indeed,  she  said,  '  We  often  haye  nothing  to  do,  but  vAma  liie 
Si;q»ervisQr  comes  round  we  have  to  look  as  if  we  hmdJ 

*•  These  three  cases,"  said  Mr.  Walker,  "  all  illustrate  in  diflFercnt 
ways  the  natural  tendency  in  Government  offices  to  waste  public 
naoosy." 
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One  can  imagine  what  would  happen  if  everybody 
became  either  a  servant  or  an  oSBaal  ditectot  of  a 
complete  Socialist  State. 

Mr.  Walker  agteed  that  the  examples  he  gave  are  not 
of  universal  application,  and  that  the  majority  of  Qvil 
Servants  are  not  idieis*  fiut  many  of  them  ate  redundant, 
or  engaged  on  non-essential  work,  which  we  don't  need 
and  can't  a£brd.  He  continued: 

"  Now  let  me  give  you  two  cases  only  (there  are  many  others) 

from  our  own  works,  of  the  costly  results  of  Govemmeot  jJanning. 

Before  our  own  works  can  do  anytibing  at  ail  our  furnace  must  beiit 

Once  we  could  boy  oiir  coal  whc^ie  we  chose,  at^ 

the  dieapestpnee  under  aMi4>eti^^  Nowwepayabout 

iotoi5  per  cent  more,  and  are  Mormed  what  price  we  must  pay  for 
it  by  the  producer. 

**  More  serious  still  is  a  case  of  machinery.  In  1932  we  bought  an 

essential  part  of  our  plant  for  £47  5  y  but  to-day  we  are  informed  that 

an  exactly  similar  part  would  cost  £1,175.  The  increase  is  due  to 

some  extent  to  the  rise  in  the  price  o£  steel,  but  much  more  to  the 

fact  that  the  few  makers  would  now  meet  togeAet,  atouige  wbo 

had  our  order,  and  fix  the  pcke  ft)gedm. 

The  Government  eipects  more  bom  us  in  taxes  wfaOe  it  plans 

handicaps  of  this  grave  mtore.  It  is  small  wonder  that  the  textile 

trade,  a  trade  little  adapted  to  benefit  from  monopoly  or  protection, 

is  obviously  wilting  under  the  new  conditions  and  that  its  numbers 

have  declined  disastrously  in  recent  years/' 

StSL  KOSERT  UaIOLXON  ON  TAXATION 

Sir  Robert  Hamilton,  a  fotmet  Undet-Secretaty  of 
State  for  the  Colonies,  moved  the  following  resolution  at 
the  above-mentioned  meeting  on  March  z^td^  1938  : 

"  This  meeting  declares  its  opinion  tbtt  the  present  high  rate  o£ 
income  tax  is  indefensihle  in  peace  time,  and  should  be  induced  in 
order  that  there  may  be  a  financial  reserve  against  emergencies.  It 
also  appeals  to  the  House  of  Ominions  to  remove  or  ledi^ 
delay  the  new  protective  taxes  and  quotas  on  the  necessaries  and 
comforts  of  life,  which  raise  prices  md  lay  heavy  burdens  on  all 
people  of  small  means  without  contributing  substantially  to  the 
Revenue." 


In  the  course  of  his  S|>eech9  Sir  Robert  Hamilton  said : 
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"  The  standard  rate  of  5  J.  income  tax  is  very  high  and  ought  to  be 
xednced.  When  income  tax  was  first  introduced  it  was  zd.  or  3^/., 
sod  was  coj^sidered  a  tempotaty  measure.  It  was,  however,  found 
to  be  such  a  useful  and  feir  way  of  laising  money  that  it  gradually 
became  acc^>ted  as  one  of  the  most  suitable  ways  of  obtaining 
revenue  in  a  free  trade  country.  In  1 9 1 3-14  it  was  considered  very 
high  at  IS.  zd.  During  the  last  ten  years  the  average  income  tax  has 
worked  out  at  about  4J'.  Gd.,  rising  latterly  to  4J.  ^d.  and  y.  The 
danger  now  is  that  there  is  no  reserve  to  meet  emergencies.  The 
reserve  power  which  the  country  had  at  the  begirming  of  the  war 
was  invaluable  in  seeing  us  through  the  war  so  successfully.  So  far 
as  incoine  t«s  Is  cooccmed  this  country  has  practically  reached  its 

**  There  aie  two  solndons  to  dus  problem.  The  first  is  a  sound 
fijtcign  policy.  If  this  country  had  W  a  soond  fioreign  policy,  it 
would  not  be  building  aeroplanes  and  creating  great  forces  to-day, 

and  taxes  would  not  have  gone  up.  The  second  is  strict  economy 
in  expenditure.  Expenditure  is  now  on  so  large  a  scale  that  people 
tend  to  become  less  careful  in  regard  to  smaller  sums.  Although  it 
WSkj  not  be  possible  at  this  moment  to  reduce  income  tax  the 
GoveQmait*s  attention  must  be  drawn  to  the  essential  need  for 
economy  on  die  p^  of  all  the  spendiiig  departments." 

Sir  Robett  deploted  Mr.  Giambetkin's  statemeat  that, 
even  11  all  the  world  adopted  Free  Trade,  this  coantry 
ought  to  retain  Protection.  He  pointed  out  the  evil 
effects  of  high  pfotective  duties  and  oppressive  restric- 
tions. We  must  import  food  supplies,  and  raw  matttials. 
Hence  the  maintenance  of  our  export  trade  is  essential  in 
order  thJit  ifftpotfe  might  be  paid  for.  The  Chairmen  of 
all  the  great  Banks  had  exhorted  merchants  to  inctease 
the  export  trade,  but  manufacturers  found  themselves 
handicapped  by  increased  costs  of  production  due  to 
tariffs. 

"As  a  means  of  raising  revenue,"  concluded  Sir  Robert 
Hamilton,  "  customs  duties  are  very  unsatisfactory.  Tatifife  and 
quotas  place  heavy  burdens  on  people  of  small  means  without 
contributing  substantially  to  the  revenue.  Let  me  by  way  of 
illustration  take  an  article  worth  is.,  raised  by  a  protective  duty  to 
M.  €d.  Suppose  that  A  buys  one  of  these  articles,  home  made,  and 
pays  xs,  6d,,  and  that  B  buys  a  similar  article,  imported,  and  also  pays 
1/.  6d.  A  and  B  vill  have  paid  3  J.  for  articles  worth  2J.,  andthe 
Exchequer,  after  the  cost  <^  collection,  a  heavy  one,  is  deducted, 
will  receive  a  fraction  of  6d. 
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**  I  therefore  commend  the  resolution  to  you  in  the  interest  of 
national  safety  and  the  weU-being  of  the  people." 

Mr.  J.  E.  Allen  on  Roads 

Mr.  J.  £.  Allen,  who  also  spoke  at  the  Public  Economy 
League  meeting  on  March  25rd,  1938,  con4>]ained  that 

the  two  Oppositions  in  the  House  of  Commons  had 
neglected  riieir  consriturional  duty  of  examining  the 
Estimates  of  the  spending  Departments  with  the  tnost 
rigorous  scrutiny  in  the  interests  of  the  taxpayer.  He 
doubted  if  aU  the  proposed  expenditure  on  re-armament 
was  necessary,  and  he  was  quite  sute  that  a  good  deal  of 
money  was  being  wasted.  He  continued : 

**  I  now  suggest  a  particvilar  saving  in  another  sphere,  and  shall 
follow  it  with  a  proposal  designed  to  furnish  the  Exchequer  with 
increased  revenue.  We  are  now  spending  from  £^oto  £60  millions 
a  year  on  roads,  and  I  contend  that  this  is  an  absurdly  large  sum 
which  might  well  be  reduced  by  ^20  millions.  Most  of  Ac  new 
roads  or  reconstructed  roads  pkfmed  by  the  Ministry  of  Transport 
and  financed  pardy  out  of  mt  toad  fond  and  partly  by  the  ctte- 
payers,  are  exceedingly  expensive  and  ofbn  most  unpopular  in  the 
neighbourhood. 

Road  transport  is  supposed  to  be  cheap.  It  is  not  really  dieap, 
and  only  seems  cheap  because  the  owners  of  big  lorries  and  coaches 
are  allowed  to  throw  a  large  part  of  their  running  costs — ^i.e.  the 
repair,  policing,  signalling  and  hghting  of  their  permanent  way — 
the  road — on  to  the  pub^  This  is  specially  true  of  the  heavier 
vdbides.  I  suggest,  therefore,  that  the  income  tax  princt{>le  of 
progressive  tazanon  should  be  appUjBd  to  the  licence  dimes  paid  for 
Aese  vehicles,  i.e.  that  the  rate  per  ton  or  per  seat  should  mcrease 
as  the  size  of  the  vehicle  increases.  As  the  weight  increases,  the 
damage  to  the  road  structure  and  the  danger  to  roadside  buildings 
increase  progressively.** 

Extravagance  and  Unemployment 

Excessive  expenditure  harms  not  only  those  who  are 
cofixpeUed  to  bear  tlie  ciitect  burdens  of  taxation,  but  the 
cottotty  as  a  whole.  Money  diverted  to  the  Exchequer 
is  drained  from  industty ;  trade  declines  and  the  workers 
safe  difough  an  iscfcase  in  uoemploynieat 
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There  are  those  who  maintain  the  contrary  view,  and 
hold  that  an  inctease  of  State  expenditure,  especially  if  it 
is  out  o£  botrowed  money,  is  beneficial  to  trade  and 
employment.  Actually  it  makes  little  difference  whether 
the  money  is  taised  by  taxation  oi:  by  loans,  foi  though 
borrowing  may  lead  to  embarrassment  in  the  future,  it  is 
only  the  present  stock  of  real  wealth  that  can  be  drawn 
upon.  As  Ptofessot  Lionel  Robbins  wrote  in  Lloyds 
Bank  Review  for  March  1938  : 

Whethet  extiaot dinaiy  expenditoie  is  taised  by  taxes  ot  by 
loans,  Ac  cost  of  such  expenditafc  is  Ac  sacrifice  of  the  other  things 

which  might  otherwise  have  been  produced  at  the  time.  In  the  case 
of  loans  this  sacrifice  is  borne  by  the  lender  :  in  the  case  of  taxes  by 
the  taxpayer.  The  idea  that  the  wealth  of  the  society  of  the  future 
can  be  anticipated  by  the  simjple  espedient  of  substituttog  loans  foi 
taxes  is  a  iaiJoucyJ" 

In  this  connection,  an  interesting  passage  may  be 
quoted  from  Tbe  Tims  Annual  Financial  and  Commercial 
Rmew,  pubUshed  on  February  8th,  1938.  The  leading 
article,  entided  "  A  Year  Divided,"  said : 

**  The  record  of  1937  falls  into  two  parts.  Opening  with 
economic  activity,  quickening  even  compared  with  the  rapid  pro- 
gress of  the  preceding  twelve  months,  the  year  continued  to  give 
promise  of  sustained  improvement  until  about  the  month  of  April. 
A  feeling  of  uncertainty  then  developed,  which  in  the  autumn 
tecdved  seme  justificatioii  in  signs  <x  a  twcmcm  d  acdvtty  in 
vanoos  <&ecdons.'* 

The  point  to  which  we  would  draw  attention  is  that  it 
was  in  the  month  of  April  that  the  Gbancellor  of  the 
Exchequer  presented  an  unbalanced  Budget,  accompanied 
by  a  tax  on  business  pro£ts  and  loans  to  meet  the  vast 
expenditure  on  re-armament. 

In  the  course  of  the  year  1937,  the  armament  pro- 
gramme was  expedited,  but  despite  the  direct  employ- 
ment given  in  tms  way,  and  the  spending  of  huge  sums 
out  of  loans  as  well  as  taxes,  there  were  "  signs  of  a 
recession,"  and  unemployment  increased.  A  striking 
contrast  is  provided  by  the  unemployment  figures  in  die 
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winters  of  193 1  and  1937.  In  the  former  period,  expendi- 
ture was  being  curteiled,  and  the  Budget  was  being 
balanced;  and  the  total  registered  as  unemployed  fell 
from  2,800,000  in  September  193 1  (when  the  emergency 
Budget  was  introduced),  to  about  2,500,000  in  thi 
following  March.  But  between  September  1937  and 
March  1958,  the  numbers  unemployed  rose  from 
1,300,000  to  1,700,000. 

These  facts  cannot  be  ignored,  and  confirm  the 
common-^ense  view  that  e3q>enditure  for  expenditure's 
sake  is  folly.  No  doubt,  the  best  hope  for  a  substantial 
reduction  of  expenditure  and  taxation  lies  in  the  successful 
pursuit  of  a  pacific  foreign  policy,  followed  by  an  inter- 
national reduction  of  armaments.  But  we  must  not  wait 
upon  this  alone.  It  is  of  paramount  importance  to  cut 
out  every  unnecessary  new  growth  of  expenditure  in  all 
branches  of  the  services ;  to  avoid  waste  and  extrava- 
gance in  every  direction;  and  to  diminish  spending 
wherever  this  can  be  achieved  without  loss  of  efficiency. 

This  work  should  be  done  regularly,  and  not  left  for 
times  of  crisis,  when  it  has  to  be  undertaken  hurriedly 
hj  m  ad  ifo^  committee.  It  could  be  performed  with 
constant  regularity  and  great  ability  by  the  officials  of  the 
Treasury,  if  they  were  so  instructed  by  the  Government. 
But  the  watchdog  cannot  act  on  his  own ;  he  must  be 
unleashed  and  set  to  work.  The  responsibility  lies  with 
the  Government  and  with  the  House  of  Commons,  and 
it  should  be  the  task  of  all  pubUc-^itited  dtLseos  to 
remind  them  of  their  duty. 


P.T.O 
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